The Chicks .. . 


THe New Encianp broiler industry is a new agricul- 
tural enterprise which has grown rapidly in the last 10 
years. The utilization of existing local facilities and 
manpower has aided its growth to major proportions in 
several areas in New England. Previous experimenta- 
tion laid the foundation for the industry. New England 
poultrymen have long had a reputation for high-quality 
market eggs and for the vigorous strains in their hatch- 
ing-egg flocks, but they did not extensively develop 
commercial broiler enterprises for poultry meat pro- 
duction until the red meat shortages during World 
War IT. 

There is some confusion as to just what is meant by 
the term “broiler.” For many years the official and trade 
definitions varied considerably. The Federal Govern- 
ment’s present definition, which has now gained general 
acceptance in the trade, is as follows: “A young chicken 
(usually under 16 weeks of age) of either sex that is 
tender-meated with soft, pliable, smooth-textured skin 
and flexible breastbone cartilage.” The dressed weight 
of the bird is usually four pounds or less. In New Eng- 


land some chickens are raised to five or five and one-half 


pounds and are still classified as broilers by the growers, 
but the trade calls them “‘light roasters.”’ 

The increased consumption of poultry in the last 
decade has brought about some major changes in the 
poultry industry. Twenty years ago, 91 per cent of the 
nation’s chicken production came from farm flocks, 
nine per cent from backyard flocks and none from spe- 
cialized broiler enterprises. Chicken was the main dish 
at church suppers, or other special occasions, and aver- 
age annual per capita consumption was 19.7 pounds. 

In 1951 only 51 per cent of the chicken meat came 
from farm flocks. Five per cent came from backyard 
flocks and 44 per cent from specialized broiler enter- 
prises. Red meat shortages and the increased price 
spread between red and poultry meat boosted chicken 
to the list of more standard fare. Per capita consumption 
increased to 29.7 pounds, almost a 50 per cent increase. 
The greater consumption per person, coupled with an 


The Broilers . . . 


Federal Reserve 
of Boston 


and the Feast ! 


increase in population since 1932 of 25 per cent, ac- 
counted for the large increase in broiler production. 

There is some question as to whether or not con- 
sumers will continue to eat as much chicken when larger 
supplies of beef become available and the spread be- 
tween poultry and red meat prices narrows. While many 
individuals believe that consumers have acquired a 
taste for eating chicken and that consumption will stay 
at or near present levels, there are others who believe 
the average family will eat less chicken as red meat 
prices decline. The broiler industry may have to reduce 
production if it cannot compete in terms of price. 

The production of broilers involves heavy operating 
costs. It requires approximately 70 tons of feed to pro- 
duce 10,000 marketable four-pound broilers. With mash 
at about $110 per ton, that one item alone indicates the 
large working capital requirement of the industry. In 
addition to feed, the cost of the baby chicks, fuel, litter, 
depreciation on buildings and equipment, insurance, 
interest on the owner’s investment and labor must be 
paid by a broiler-feeding enterprise before it can realize 
any profit. 


Few New England poultrymen are in a position to 
finance their business from their own cash or credit 
standing. Most of them must use one of several methods 
for financing broiler production. In New England grow- 
ers frequently receive financial help from an individual 
or company that has the money or is able to obtain the 
necessary credit. Under a fairly common financing plan, 
the processing plant contracts with growers to raise 
chicks. The processor provides the grower with the 
chicks, litter, fuel and feed, and one cent a bird a week 
to cover the grower’s cost of labor as well as deprecia- 
tion and insurance on buildings and equipment. The 
grower realizes no income other than weekly payment 
per bird, nor does he stand any loss which may occur. 

Under a modification of this plan the processor pays 
the grower one-half cent per week per bird. When the 
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birds are marketed, the processor splits the profit, if 
any, with the grower. 

Another arrangement in common use is the 25, 75 
profit-sharing plan. Under this arrangement the grower 
gets 75 per cent of the difference between the revenue 
received from the broiler sales and the cost of the chicks, 
litter, feed and other advances. The feed dealer takes 
the remaining 25 per cent. If there is a loss, the feed 
dealer absorbs it. The dealer usually advances the 
grower one-half cent a bird a week for living expenses. 

Under a slightly different plan the dressing plant 
furnishes the baby chicks and one-half cent per week 
per bird to the grower for living expenses, and a feed 
dealer sells the grower feed on credit. The grower takes 
the entire profit or assumes any loss. 

The present trend is away from straight contract 
growing on the one-cent-a-week per bird basis. Experi- 
ence has shown that higher-quality finished broilers are 
obtained when the grower is included in some type of 
profit-sharing plan. 

In New England, especially in Maine, there are few 
arrangements for direct grower-financing of broiler 
production. Many agricultural leaders believe that the 
rapid expansion of the broiler industry in New England 
rests on a precarious base. Although the industry has 
grossed a great deal of money, growers have changed 
from farm operators to hired hands of the processors. 
Agricultural leaders believe that a larger grower invest- 
ment in the industry would have built a stronger founda- 
tion even though the growth of the industry would not 
have been so spectacular. 

Processors who contract with growers try to produce 
and process broilers as cheaply as possible. If they are 
to realize a profit from the processing operation. the 
plant must be constantly run at full capacity. The proc- 
essors are frequently willing to absorb a loss on the 
growing operation in order to insure an adequate supply 
of broilers to process. This is an unfortunate situation 
because it keeps many inefficient growers in business. If 
a processor does not renew a grower’s contract because 
of a high mortality or a poor feed-conversion record, the 
grower can usually obtain a new contract from another 
processor within 48 hours. There is some indication, 
however, that the present unfavorable price situation is 
making this practice more difficult, and some high-cost 
erowers are being eliminated. 


The broiler industry has a very sensitive price struc- 
ture. Broiler prices are subject to violent fluctuations 
and, in turn, these fluctuations are reflected in the 
supply of broilers some 16 to 18 weeks later. Certain 
characteristics of the industry which affect the supply 
of and demand for broilers make the price fluctuations 
more frequent and more severe than fluctuations in 
prices of red meat. 

Growers may enter and leave the broiler industry very 
quickly. Although it takes two or three years to increase 
the production of beef and about a year for lamb or 
pork, it takes only 15 to 17 weeks to produce a broiler, 
from egg to chicken. This helps to explain one of the 
major reasons why the supply of broilers fluctuates 
more severely than supplies of other competitive foods. 

These are the steps in the chick-broiler cycle. The 


erower, or the processor if he supplies the chicks, will 
place an order with the hatchery for baby chicks. Usually 
about a week elapses before the hatching eggs are set in 
the incubator. Three weeks after the eggs are set, the 
baby chicks hatch and are shipped immediately to the 
grower. From the time the chicks hatch until they are 
ready for market, only 12 to 14 weeks elapse. The 
processor picks up the broilers by truck and takes them 
to the plant. At the plant they are usually held one to 
three days in battery-type cages and fed a special fat 

tening ration which is designed to “finish” the broilers. 

In most cases the birds are sent to market in the New 
York-dressed style, i.e., the broiler is bled and the 
feathers removed, but the bird is not eviscerated, nor 
are the feet and head removed. In this form they are 
packed in crates with crushed ice and sent to market. 

The shipment of eviscerated poultry to market is a 
new development. Retail markets are installing more 
and more self-service meat counters where the sale of 
meats is largely dependent upon eye appeal. The shift 
in display procedure is stimulating the modernization 
of poultry retailing. Butchers in retail stores eviscerate 
most of the broilers today before they are wrapped in 
transparent film and placed in the refrigerated show- 
case. One leading figure in the industry stated that, in 
his opinion, within two years all poultry will be evis- 
cerated at the processing plant. 

The price of broilers at the time a grower is ordering 
chicks influences the number of chicks which he orders. 
If prices are high, the number of chicks “placed” in 
broiler areas increases. When these chicks hit the mar- 
ket as broilers there is a heavy supply and pressure to 
reduce the price. If the price falls too far, growers will 
tend to reduce their orders for baby chicks, and the 
price about 16 weeks later will increase in response to 
the reduced supply of broilers on the market. 
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While the volume of chick placements usually follows 
broiler price variations fairly closely, there are many 
influences which will cause them to deviate. One is the 
volume of cold-storage holdings. At a time when the 
number of broilers coming onto the market is small, 
broilers moving out of cold storage may restrain a price 
rise. Conversely, movement of broilers into cold storage 
during periods of abundant supply may bolster the 
price. Thus movement of broilers into or out of cold 
storage tends to moderate price swings. As evisceration 
at the processing plant and packaging in transparent 
film become more general practice, it is probable that 
a larger volume of birds will move into and out of stor- 
age, and the transfer will tend to be more of a stabilizing 
influence on price than is the case today. 

Seasonality of demand and holidays intensify the 
swings in broiler prices. Summer months are the months 
of heavy demand for broilers because consumers are 
apt to prefer chicken to some of the heartier red meats 
during the warm weather. While the price may fluctu- 
ate, it tends to fluctuate at a relatively high level during 
this period. On the other hand, the fall and early winter 
months are the seasons of low demand for broilers, due 
partially to heavier marketings of fowl and farm chicken 
at this season. Furthermore, consumer preference for 
turkey rather than chicken increases during the Thanks- 
giving and Christmas holidays. 


New England poultrymen have developed strains of 
birds with characteristics for profitable broiler produc- 
tion through years of selection and breeding. Their 
vigorous, disease-free baby chicks of “meat type” breeds 
have inherent desirable broiler traits of low mortality, 
adequate size and a rapid growth potential. 

The Delmarva Peninsula was the first region to de- 
velop as a large commercial broiler producing area. 
Although hatcheries on and near the Peninsula supply 
most of the baby chicks for its broiler industry, New 
England breeding flocks produced 43 per cent of the 
eges which they hatched in 1950. 

As the demand for poultry increased, new areas of 
commercial broiler production developed to supply the 
birds. New England had an established hatching-egg 
business, and the venture into commercial broiler en- 
terprises by its poultrymen was a natural sequence. In 
the past 15 years the broiler industry has grown phe- 
nomenally in New England. In 1951 the number of 
broilers raised was 60,142,000, ten times more than the 
average annual production in 1935-1939. 

The growth of the broiler industry in New England 
was phenomenal, but the growth in Maine was astro- 
nomical. The number of broilers raised in that state 
during the five prewar years (1935-1939) averaged 
334,000 per year. In 1951 the number had skyrocketed 
to 21,145,000, 63 times as many. 

Poultrymen in eastern Connecticut were the first in 
New England to start raising broilers on a commercial 
basis. Although some broilers were raised commercially 
in every New England state as far back as 1935, it was 
not until World War IL that areas other than eastern 
Connecticut produced any great number. 

Massachusetts poultrymen raise a great many broilers 
on a commercial scale, but there has never been so large 
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or so concentrated an area of production in Massa- 
chusetts as in eastern Connecticut or in the other 
broiler-producing areas of the country. Furthermore, 
the Massachusetts broiler industry did not experience 
the rapid growth in the industry which other areas did 
during the war and postwar period. 

Broiler production has expanded rapidly in New 
Hampshire, Vermont and Rhode Island but has not 
kept pace with growth in Maine and Connecticut. New 
Hampshire poultrymen have concentrated on breeding 
flocks and the sale of hatching eggs and baby chicks 
instead of the actual production of broilers. Vermonters 
have continued to specialize in dairying, their accepted 
agricultural livelihood. While the broiler industry in 
Rhode Island has increased more than tenfold since 
before World War IL, it is still small when compared 
to the industry in the other New England states. 


Waldo County is the center of the broiler industry in 
Maine. [t is the newest commercial-broiler area in New 
England and one of the most rapidly expanding areas in 
the nation. The remaining portion of this article will 
discuss some of the impact which this new industry has 
had on Waldo County’s economy. 

In the horse-and-buggy days of the early 1900's, 
south central Maine, in which Waldo County is located, 
was the source of timothy hay for Boston’s horses. As 
the number of horses declined, the demand for hay 
decreased, and Waldo County farmers had to find an 
alternative source of income. It was a diflicult- adjust- 
ment to make, and the large number of mortgage fore- 
closures and distress which lenders and borrowers en- 
countered during the 1930's was an indication of their 
lack of success. Other areas also encountered distress, 
but they had established sources of income: Waldo 
County still had to find a complete new source of income. 

About 1935 when 300 hens were a large flock, the 
broiler industry got its start in Waldo County. Two 
poultry dealers in Boston, who were looking for a supply 
of live poultry, started to purchase hens from the farmers 
and sent them by truck to Boston. Their volume of sales 
expanded and they branched out into the market in New 
York City. To meet the requirements of their customers, 
they had to expand their sources of supply. To do this, 
the dealers purchased a number of farms with large 
barns which they converted into poultry houses. When it 
was evident that this would not give them the necessary 
volume, they arranged with farmers in the area to raise 
broilers on contract. The dealers agreed to furnish the 
chicks, the necessary supplies, and pay the farmer a 
penny a week per bird for the housing and care of them. 

From this small start in 1935 the industry has grown 
to the point where growers feed about 2,000,000 broilers 
each day. On a one-cent-a-week per bird basis, this 
represents a weekly payroll of approximately $20,060 
to farmers in the county. 

The industry also supports many hatching-egg flocks 
to supply two large and several smaller hatcheries 
which have a total weekly capacity of well over 200,000 
chicks. Hatcheries pay a premium of 30 to 35 cents a 
dozen to producers of hatching eggs. 

In 1944, the first broiler-processing plant was built in 
Belfast. Two more plants have been established, but one 
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has closed. The two dressing plants currently in production 
have a joint capacity for processing about 23,000 broilers 
a day. They employ over 200 people to operate the 
plants, to drive trucks for hauling grain and sawdust to 
farms, to pick up live poultry at the farms for delivery 
at the processing plant, and to haul the finished product 
to market. The two companies have a combined payroll 
of approximately $10,000 per week. 


The Belfast and Moosehead Railroad affords one out- 
standing example of what the broiler industry has con- 
tributed to the economy of Waldo County. The railroad 
is one of the few municipally owned roads in the nation. 
It is a short line and runs the 33 miles from Burnham 
Junction to Belfast. Prior to 1930 it was leased by the 
Maine Central Railroad and operated as a branch line. 
The lease was not renewed and when the railroad was 
turned back to the city, the total assets were a single 
track to Burnham Junction. 

The railroad struggled along with antiquated equip- 
ment until about 1945 when the grain for the growing 
broiler industry began to roll over the road. In 1945 it 
hauled 796 carlots of poultry and animal feed; in 1951 
the number had increased to 2,447 carlots. The railroad 
also hauled five cars of oats, two cars of mill products, 
14 cars of sugar cane pith, 80 cars of crate material and 
82 cars of shavings in 1951, all of which can be definitely 
attributed to the broiler industry. 

In 1951 about 50 per cent of the railroad’s business 
depended on hauling supplies for the broiler industry. 
In addition to the carlots listed above, shipments of 
coal, oil, gasoline and building materials were larger 
than they otherwise would have been, due to the ex- 
panding needs of the broiler industry. 

The increase in business enabled the railroad to pur- 
chase new equipment. It replaced three overworked 
steam engines with three diesel locomotives in the past 
three years at a total cost of $180,000. The railroad has 
repaid two of the loans obtained to purchase the loco- 
motives ahead of schedule and has reduced the third. 

The two processing plants operate about 90 trucks, 
including several large trailer trucks which represent an 
investment of $15,000 each. One dealer in the area 
estimates he sells about 100,000 gallons of diesel oil per 
year to operate these trucks. 

The remodeling of barns and the building of new 
structures required millions of board feet of lumber 
which kept local sawmills busy. Sawdust, which a few 
years ago was an unwanted by-product of sawmills in 
the area, is in great demand for litter. The 14 cars of 
sugar cane pith and 82 cars of shavings indicate that 
there is not enough sawdust to fill the demand. In ad- 
dition, each one of the buildings required electric wiring, 
waterpumps, plumbing and central heating plants. 

Ten thousand to 30,000 broilers per farm require 
many gallons of water in a day. Most farms in Waldo 
County in 1945 were dependent on springs and dug 
wells. These proved to be inadequate and farmers had 
to drill artesian wells. Six well-drilling outfits are finding 
it difficult to keep abreast of the demand for new wells. 

The addition of new plants and poultry houses in the 
county has sharply increased the assessed real estate 
valuation in many towns in the past 10 years. According 


to the Waldo County Commissioner's records, the 
valuations in towns where there is a large concentration 
of poultry-raising have increased over $1,500,000 from 
1945 to 1951. A civic leader in the area stated that the 
new poultry industry accounted for at least two-thirds, 
or $1,000,000, of the increase. The insurance premiums 
on buildings and equipment have been estimated at 
over $75,000 a year. 

The broiler industry has increased the income and 
has improved the standard of living of residents. Many 
farm homes in the area now have electricity, running 
water, up-to-date kitchens and modern bathrooms. 

A balanced presentation of the broiler industry in 
Waldo County must also consider some of its somber 
aspects. Of course, enterprises in the county have made 
money. The huge expansion could have occurred on no 
other basis. Some enterprises, however, have lost money, 
and the industry is currently experiencing an adjustment 
of considerable proportions. Although application of the 
latest management techniques enables skilled producers 
to convert grain into meat cheaply and to minimize 
mortality, the hazard is great, and even good managers 
are vulnerable to losses from wide price fluctuations. 

In the past, growers have obtained credit easily from 
processors and feed companies, but frequently on high 
terms. The cost of credit is difficult to estimate because 
other services, notably supervision, as well as interest 
enter into the cost. There is some reason to expect that 
credit in the future may not be so readily available, and 
that producers who have records of high mortality and 
low feed-conversion ratios may have difficulty in finding 
processors who will contract with them. 

New England is at the end of the grain pipeline and 
any disruption of deliveries would have serious con- 
sequences. New Englanders remember vividly the situa- 
tion in 1944 when a low ceiling price of corn made it 
more profitable for farmers to convert their corn into 
hogs than to ship it East as feed. Broiler producers 
have doubts about the permanency of their grain supply 
while grain ceiling prices may disturb shipments. 


The outlook for broilers this spring is unfavorable. 
Feed prices are high and present broiler prices are low. 
Large offerings are in prospect during May and June 
because of numerous broiler-chick placements in March. 
Supplies of competing meats will probably increase in 
coming months. But a sharp drop in broiler placements 
during April and the prospect of less competition from 
farm chickens because of fewer replacements in laying 
flocks in part offsets the unfavorable projections. 

The New England broiler industry in 1951 was a 
$60,000,000 business. Overexpansion has reduced broiler 
prices at a timewhen costs of production and competition 
from other meats are increasing. The cost-price relation- 
ship in the industry is eliminating some of the high-cost 
producers and is narrowing margins for the more 
efficient enterprises. The future of the industry depends 
on efficient production, improvement in production and 
marketing techniques, and on the development of new 
markets. Leaders in the industry believe that the en- 
thusiasm and know-how which carried the industry 
from its small beginnings to its present size in the past 
decade will carry it forward in the decade ahead. 
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Instalment Sales Decline in 1951 


A SLIGHT INCREASE in the volume of consumer credit 
between 1950 and 1951 failed to produce any appreci- 
able increase in the dollar volume of retail sales in the 
Boston Federal Reserve District, according to the 
recent Retail Credit Survey.’ 

Total dollar sales of 887 reporting credit-granting 
stores in nine retail trade groups in the Boston Federal 
Reserve District were practically the same in 1951 as 
in 1950. They increased less than 0.1 per cent. Over 
four-fifths of the stores (761) reported a breakdown of 
their sales by cash, charge and instalment credit 
transactions. Aggregate dollar sales of those 761 stores 
also increased slightly, by 0.4 per cent, between 1950 
and 1951, because an increase of 1.5 per cent in credit 
sales more than offset a 3.7 per cent decline in cash 
sales. A four per cent increase in charge account sales 
was the principal reason why the year-to-year com- 
parison of total sales remained on the plus side. 

Retail stores in New England which reported their 
credit sales did more business on a 30-day charge 
account basis and less business on an instalment pay- 
ment basis in 1951 than in 1950. Of course, the relative 
importance of cash, regular charge and instalment sales 
differed for various types of retail stores, as shown in 
an accompanying chart. For all stores as a group, how- 
ever, total charge account sales increased by four per 
cent mainly because they increased by seven per cent 
over their 1950 level in department stores. On the other 
hand, total instalment credit sales decreased by five per 
cent, principally because of their seven per cent de- 
crease in department stores, six per cent decrease in the 
furniture stores, and 13 per cent decrease in the house- 
hold appliance stores. 

Government regulation of consumer instalment credit 
undoubtedly influenced the comparative use of instal- 
ment and charge account credit between 1950 and 1951. 
Regulation W, not in effect since June 30, 1949, again 
established minimum instalment credit terms on Septem- 
ber 18, 1950 and became more stringent on October 16. 
It did not regulate charge account credit, but established 
“rules of the game” for consumer instalment credit 
used to purchase listed articles throughout all of 1951, 
even after relaxation on July 31. In 1950 it was effective 
only for the last quarter. 


Instalment sales in most durable-goods stores de- 
creased between 1950 and 1951. But they increased in 
women’s apparel and men’s clothing stores because of 
an intensive use of the three-payment plan. Stores and 
dealers selling durable consumer goods are dependent 
upon instalment sales for a larger percentage of their 
business than stores in the nondurable-consumer-goods 
types of business and consequently have relatively 
greater importance in the instalment credit field. 

Customers had larger obligations to pay at New 
1 For a complete set of tables which present national, district and city data by 


each of nine types of retailers, see the forthcoming study, Retail Credit Survey — 
1951, to be published by the Board of Governors of the Federal Reserve System. 
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England retail stores at the end of the year in 1951 than 
in 1950, according to reports received in the survey. 
Instalment receivables at the year end declined by five 
per cent, but the five per cent increase in charge account 
receivables at the end of the year boosted year-end total 
receivables at the reporting stores 1.2 per cent to a 
higher level in 1951. 

Instalment sales declined in 1951 from their levels in 
1950 in six kinds of stores in our sample and increased 
considerably in the other three types of stores. The 1951 
vs. 1950 percentage changes in the three types of sales, 
by kind of business and by metropolitan area, appear 
in an accompanying table. Instalment sales increased 
in men’s clothing, women’s clothing, and hardware 
stores. But in all three types of stores instalment sales 
were a relatively small proportion of total sales. The 
increase at hardware stores reflected price increases and 
the purchase by individuals of items used in building, 
repairing, or modernizing their homes. 

There was more of a decrease in instalment receivables 
than in sales among durable-consumer-goods stores, an 
indication that customers reduced their outstanding 
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obligations more quickly in 1951 than in 1950. After the 
tightening of controls under Regulation W, people did 
not have so long to pay for goods purchased on the in- 
stalment plan. The ratio of collections to outstanding 
instalment accounts improved in 1951. Thus stores had 
a smaller amount of receivables due at the end of 1951. 
Instalment receivables at auto tire and accessory stores 
declined by 23 per cent, the largest decline among the 
nine groups of stores. In both furniture and jewelry 
stores, instalment 
stalment 


receivables decreased less than in- 
Instalment increased ‘at 
hardware stores, primarily because of an increase in 
instalment 


sales. receivables 


sales. Nondurable-goods stores scored. in- 
creases In instalment sales, as mentioned earlier, and 
at the end of the year receivables were higher in 1951 
than in 1950, although the increase was not as great as 
it was in sales. 

There was no clear-cut trend of increases or decreases 
in charge account sales of durable and nondurable con- 
sumer goods. Charge account sales of both automobile 
and auto tire and accessory dealers increased slightly 
over those in the previous year. But they were a small 


CASH, CREDIT AND TOTAL SALES BY TYPE OF 
RETAIL STORE IN SELECTED METROPOLITAN AREAS 
Percentage Change — 1951 vs. 1950 
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Portland (5) 6 + 1 6 13 
Springfield-Holyoke (4) 6 19 +21 +21 
Furniture (100) 4 3 6 
New Haven (6) . 1 4 1 
Portland (3) 2 23 +17 2 
Boston (13) 3 12 4 # 
Providence (8) 5 4 2 7 
New Bedford (5) —17 23 -18 15 
Household Appliance (174) —11 7 9 —13 
Providence (6) +13 +17 +18 + 4 
Worcester (3) + 2 4 -12 + 4 
New Bedford (4) 9 21 + 2 —26 
Boston (31) —15 12 —15 —17 
New Haven (4) —18 + 8 - 4 —27 





* Less than 1 per cent. ** No instalment sales. 
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percentage of automobile dealer total sales. Jewelry 
stores had a five per cent increase in charge sales, but 
the gain did not offset a five per cent decrease in in- 
stalment sales, a more important part of total sales. 
Sales charged at hardware stores increased by LL per 
cent in response to “fix-it” and “improve it” plans of 
individuals. But at household appliance and furniture 
stores, sales were smaller in 1951 than in 1950. In 
summary, four of the six store groups principally 
engaged in selling durable goods had a gain in charge 
sales over those in the previous year, and two had de- 
Among the three types of stores with con- 
centrations of nondurable sales, department stores had 
the largest gain, women’s clothing stores had less than 
a one per cent gain, and men’s clothing stores had less 
charge sales in L95L than in 1950. 

Charge account receivables in the aggregate increased 
as much as instalment receivables decreased between 
1950 and 1951. The increase in charge receivables at 
the end of the year was slightly larger than the increase 
in charge sales for the year. Collection ratios on charge 
accounts in 1951 lagged behind those in 1950. 


creases. 


Total year-to-year cash sales of 761 retail stores de- 
clined one-half of one per cent between 1950 and 1951. 
An analysis by different kinds of business, however, 
showed that cash sales did not change at women’s ap- 
parel stores, increased by three per cent at auto tire and 
accessory stores, and rose by four per cent at department 
stores. The other retail store groups showed decreases 
in cash sales ranging from over seven per cent for auto- 
mobile dealers and household appliance stores to less 
than one per cent for furniture and hardware stores. 
The relative stability in over-all cash sales during a 
period of rising personal incomes indicates increasing 
pressure on family budgets, and a greater consumer 
reluctance to part with current dollars in 1951. 

Inventories at retail prices on December 31 were 
almost two per cent higher in 1951 than in 1950 at re- 
porting retail stores in New England. Higher prices 
accounted for much of the increase, but inventories at 
some retail outlets reflected slowness in consumer buy- 
ing and a larger than anticipated availability of goods. 
The year-end dollar retail value of automobile dealers’ 
inventories was 14 per cent higher in 1951 than in 1950. 
Men’s clothing stores also had larger inventories. On 
the other hand, furniture, auto tire and accessory, 
jewelry and department stores had decreased their 
year-end stocks by sales promotions and more con- 
servative buying policies. 

Retail sales of New England stores reporting in the 
1951 Retail Credit. Survey increased slightly over those 
in 1950 principally because of the year-to-year pickup 
in sales during the first months of the year. Regulation 
W curtailed spending on time-payment plans. But 
short-term instalment sales played an increasing role 
among soft goods where instalment sales had_ less 
relative importance. Relaxation of Regulation W on 
July 31, 1951 resulted in no rush to assume additional 
commitments on an instalment basis at New England 
retail stores, and consumers retained their skepticism 
about the desirability of purchasing durable consumer 
goods at their prevailing prices. 
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DeMAND Deposits of individuals, partnerships and cor- 
porations in the Boston Federal Reserve District 
reached an estimated $4,594 million at the end of Jan- 
uary 1952. They were more than six per cent above the 
$4,332 million reported at the end of January 1951. For 
the first time since 1945, every deposit ownership classi- 
fication scored a year-to-year increase. 

Demand deposits in the 1952 survey reflected an 
expansion in business and agricultural loans. Companies 
in miscellaneous nonfinancial business (mostly service 
industries) had an eleven per cent increase in deposits 
and firms in trade a nine per cent gain, the largest 
year-to-year increases. High prices, liquidation of in- 
ventories and unsettled market conditions probably 
caused those firms to strengthen their cash position. 
Demand deposits of firms engaged in manufacturing 
and mining where metalworking firms expanded opera- 
tions increased by almost six per cent. But their hold- 
ings did not increase so much in 1951 as they did in 
1950 when the increase was over 12 per cent. Soft spots 
such as the textile, jewelry, and leather industries in 
the area’s manufacturing economy may have caused 
the slower growth in 1951. 

Insurance companies recorded a striking year-to-year 
increase of ten per cent in demand deposits. During 
1950 they had reached out for loans and their deposits 
declined more than ten per cent. But their balances 
almost regained their previous position during 1951. 
The gain in their cash positions probably occurred 
because federal controls and credit policies, as well as 
voluntary action, held down their loan volume. 

Demand deposits classified as “personal accounts” 
increased by slightly less than five per cent during 1951, 
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compared with a rise of over six per cent in 1950. 
3ut at the same time the volume of personal savings 
grew rapidly in New England. Individuals did not 
share proportionately in the increase in demand de- 
posits but probably preferred interest-paying assets to 
checking accounts in line with their ‘“‘wait-and-see” 
attitude during 1951. 

The smallest banks, those with demand deposits of 
individuals, partnerships and corporations under $1,- 
000,000, were the only size group to show a year-to-year 
decline in the total amount of classified demand de- 
posits. The drop was over three per cent. Demand 
deposits of individuals declined by over four per cent 
and the decline may reflect consumer buying and the 
difficulty of building up balances under the unemploy- 
ment conditions in smaller towns dependent on manu- 
facturing activity. Mledium-size banks, those with indi- 
vidual, partnership and corporate demand deposits of 
from $1 to $10 million, reported the largest percentage 
increase during 1951, with the $10 to $100 million group 
in second place and the over $100 million group in third 
place. Among major types of ownership, total financial 
deposits increased the most in the $1 to $10 million and 
$10 to $100 million banks, but total nonfinancial de- 
posits increased the most in banks in the over $100 
million group, principally because of manufacturing 
and mining. 

There was some shift in the relative importance of the 
various types of deposit on January 31 between 1951 
and 1952. Categories with the largest rise from one year 
to the next gained at the expense of categories with 
slower rates of growth. 

Trade accounts showed the greatest increase in rela- 
tive importance. During 1951 they rose from 15.9 per 
cent to 16.4 per cent of the total — the third consecutive 
year in which they have gained. Companies classified 
as “miscellaneous nonfinancial business” also gained 
substantially during 1951. 

Personal accounts dropped in relative importance for 
the fourth year. While personal checking accounts have 
shown a healthy rise in dollar volume, their rate of 
growth has not matched that of demand deposits owned 
by other major groups. 


ESTIMATED DEMAND DEPOSITS OF INDIVIDUALS, PARTNERSHIPS AND CORPORATIONS 


By Type of Ownership, All Banks in Federal Reserve District I 
January 31, 1952 vs. January 31,1951 
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A NUMBER of events occurred recently which might give 
business in New England a new zip. The stage is set 
for the reluctant consumer to loosen his purse strings. 
But will he? Employment, income, and savings are high 
in the region, while the cost of necessities has at last 
somewhat eased its pressure on the family budget. The 
tax payment period has passed. People generally have 
the wherewithal to respond to better price-deals which 
have appeared in “postponable” lines such as home 
furnishings and apparel. 

In addition, relaxation of controls may encourage 
consumer buying. Retailers expect automobiles, tele- 
vision sets and other big-ticket items to move more 
briskly after the recent suspension of consumer instal- 
ment credit controls. The termination of the Voluntary 
Credit Restraint Program broadens the area for the 
extension of credit by financing institutions. Supplies 
of materials have become more plentiful all along the 
line. The relaxation of government restrictions on the 
use of materials should benefit commercial, state, and 
local construction. The first short-lived work stoppage 
in steel did not have a serious effect on the availability 
of steel products. 

A seasonal upswing in business is overdue in New 
England, judging from the traditional spring pattern. 
Nonagricultural employment continued to drift down- 
ward contraseasonally in March, as cutbacks in manu- 
facturing more than offset gains made by nonmanufac- 
turing industries. The nondurable-goods industries 
suffered the largest curtailments in work forces because 
of a further reduction in textile employment. The shoe 
industry, meanwhile, strengthened after its slump in 
1951, and orders for future production exceeded expec- 
tations. In the defense-stimulated durable-goods plants, 
employment was down slightly from the February level 
but was still nearly five per cent higher than employ- 
ment a year ago. Shortened workweeks in manufactur- 
ing plants reflected the tapering off of manufacturing 
activity because of the stretch-out in defense production 
and slowness in consumer demand. 

Individuals receiving unemployment benefits in New 
England during April were half again as numerous as in 
April a year ago. Communities in the “distress” cate- 
gory had little hope of immediate aid, according to 
preliminary reports of the task forces set up by the 
Defense Production Administration to investigate means 
of relieving unemployment by channeling Government 
business into surplus labor areas. In the Providence- 
Attleboro area, they found only a few metalworking 
and jewelry plants equipped to take on prime defense 
contracts and suggested the channeling of more sub- 
contracts into the area. However, the group also 
recommended an additional copper allocation for 
jewelry plants which, with adequate demand, would 
provide 5000 additional jobs during a five-month period. 
At present the jewelry manufacturers predict a good 
fall, but the raw material picture is only fair. 

Classification of the entire textile industry as a dis- 
tress industry precludes special consideration for its 
New England segment. Fortunately, however, rayon 


fabric prospects have improved, and the wool section of 
the New England textile industry is on the upgrade 
despite slackness in Government demand. Optimism in 
the wool industry is based on recently negotiated union 
agreements, as well as a recent increase in nonmilitary 
sales at primary and fabric levels. Wool was virtually 
priced out of the civilian market during the price boom 
of early 1951. Afterwards the price of wool tops declined 
precipitously, and in early 1952 buyers held off in ex- 
pectation of further price declines. Some strength in 
prices in April and early May, however, bolstered the 
market, and wool tops sold about eight per cent below 
their pre-Korean prices. 

In early May another raw material of importance in 
New England also sold at prices lower than in, June 
1950. Hide prices were off almost 40 per cent, according 
to the spot primary market quotations reported by the 
Bureau of Labor Statistics. However, the general index 
of spot prices was about 12 per cent higher than in 
pre-Korean days. 

From the consumer’s point of view, prices began to 
look less menacing this spring. The retail price index for 
large cities in Massachusetts declined gradually for 
three successive months. In April, food costs were about 
three per cent lower than in January, the prices of 
housefurnishings had declined about 1.5 per cent, and 
clothing almost one per cent. 


The glimmerings of a better break pricewise for John 
Q. Public did not cause an immediate change in his 
buying habits. He continued to save at a high rate. In 
April, savings at 78 New England mutual savings banks 
reached another record level. It was the fourteenth con- 
secutive month in which the level of deposits rose at 
reporting banks. 

Despite the high rate of saving, sales at department 
stores in New England were generally satisfactory. 
Although sales figures suffered in year-to-year com- 
parisons with 1951 sales because of last year’s buying 
spree in January and February, they compared favor- 
ably with those in 1950. Consumer durable goods such 
as radios, television sets and refrigerators have moved 
slowly, but the suspension of credit controls is expected 
to sweeten the market. March-April sales in New Eng- 
land department stores bettered last year’s record by 
about one per cent, and in early May the gains over 
last year’s sales continued. Inventories were in a more 
normal relationship to sales in April this year than last 
year, indicating potential strength in orders if sales 
continue to increase. 

Sales of automobiles in Massachusetts picked up 
during April. On a cumulative basis, however, sales were 
about 30 per cent lower in 1952 than during the first 
four months of 1951, and 18 per cent below the four- 
month total in 1950. Automobile dealers hailed the 
freeing of credit. They reported that new inquiries did 
not flood in, but that would-be buyers, previously 
blocked by high monthly payment schedules under 
Regulation W, had become actual buyers. 








